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It is proposed to issue on March 15th a Supplementary 
Number of Lioyps BANK REVIEW composed exclusively of 
articles by distinguished writers on the subject of Franco- 
German Economic Relations and their bearing upon the present 
depression. 


One copy of this Supplementary Number will be issued 
free of cost to all existing recipients of the Review, but if 
readers wish to be supplied with additional copies they can be 
obtained at the price of Is. per copy, postage included. 

In such cases the accompanying form should be filled in 
and forwarded with the relevant remittance. 


To the Epiror, LLtoyps BANK MONTHLY REVIEW, 
71, LomBarp Street, Lonpon, E.C.3. 


Date. 
I enclose...........and shall be obliged if you will 
send... copies of the Supplementary Number of the 


Review to the persons whose names and addresses are given 


overleaf. 


Yours faithfully, 
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*.* The Bank publishes from time to time in this 
Monthly Review signed articles by exponents of different 
theories on questions of public interest. The Bank is not 
—- in agreement with the views expressed in these 
articles. 


The Balance of Trade 
By H. W. Macrosty, O.B.E. 
Beis beginning this article, which is a sequel to the 





one in last month’s Review by the late . William 

Graham, one must pause to express regret at his 
untimely death and to render tribute to his memory. Courteous 
and patient, he had not an enemy in the world. With great 
store of knowledge, with an almost unrivalled memory, with 
exceptional powers of exposition, he secured the attention of 
both friends and opponents, and won the admiration of all. 
In the service of his party he rapidly attained high office and, 
had he lived, would certainly have reached still higher. The 
country had still much to hope from him and his loss will be 
long felt at Westminster. 





“The balance of trade’ is a phrase which of late has 
become unpleasantly familiar to everyone, but yet in itself it 
is misleading. The calculations to which it relates are not 
confined to imports and exports of merchandise, but compre- 
hend (to use the language employed by the Board of Trade) 
“‘ all transactions of a revenue character between the United 
Kingdom and other countries, including those transactions 
originated by Governments as well as those which arise from 
dealings between individuals.” 

“The balance of payments” would be a better short 
descriptive phrase, but it must be emphasized that transactions 
of a capital nature are excluded, except payments on account 
of reparations and inter-governmental debts—an exception 
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illogical but convenient. In this respect the Board of Trade 
calculations differ from those made by the United States and 
some other Governments, which cover both capital and 
revenue transactions. Sir Robert Giffen made his first partial 
estimates of some of the elements entering into this balance 
of payments in 1877, and, with the exception of 1921, the 
Board of Trade have published estimates for every year since 
1920, as well as for 1913. In putting forward those estimates 
the Department has repeatedly drawn attention to the 
deficiencies in the data on which they are based. Lack of 
precision within a range of, say, plus or minus 10 per cent 
on the final figure of balance was of comparatively little 
importance so long as the direction of movement was correctly 
indicated and a fairly probable measurement given of the 
rate of change from year to year. So long as a favourable 
balance of respectable magnitude was shown, the public were 
little disturbed by the annual variations and did not relate the 
calculations to public policy. Now, however, when all the 
prophets have for the last six months been foretelling an 
adverse balance for 1931, whatever may have been their dis- 
agreements as to the magnitude of the figure, “ the balance of 
trade” has leapt into prominence and is now treated as a 
cardinal factor in the determination of the economic policy of 
the nation. It is no longer a mere calculation of the statistician, 
it has become an argumentative weapon of the politician, and 
statesmen of all parties use the condition of our balance as a 
major argument in support of the fiscal or monetary changes 
which they advocate in order to restore the body economic to 
health. It is plain, therefore, that we can no longer afford to 
be content with the old estimates. If we are to govern our 
economic policy by considerations of the balance of payments 
we must know with reasonable accuracy what that balance is, 
and a serious effort must be made to break down that secrecy 
which has hitherto withheld important information from the 
Department responsible for the calculations. 

It will, therefore, be pertinent to set out the various 
categories of transactions which enter into the balance of 
payments, to describe the nature of the information available 
in each case, and to point out the deficiencies which require to 
be repaired. This account will be the more intelligible if 
reference is made to the following table, based on those 
published annually in The Board of Trade Journal :— 
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Balances of Income and nditure in the transactions (other 
than the Lending and Repayment of Capital) between the 
United Kingdom and all other Countries. 

















Particulars 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 
Debits :— 
Excess of imports of— In |million| {’s_ | 
Merchandise .. | 336 | 394 | 463 | 387 | 352 | 382 | 386 | 409 
Bullion and Specie —_|;— 12 3 6t; — 5 
Excess of Government 
Payments Overseas*| 25 1l -= == — _— — 





361 | 405 | 475 | 390 358 | 382 | 391 





Credits :— 
Excess of Exports of In |million| £’s 
Bullion and Specie 12 10 — -= _ 146);— 33 
Excess of Govern- 
ment Receipts from 
Overseas* ee — _— 4 1 15 24 21 
Estimated Net National 
Shipping Income ¢t | 140 | 124 | 120 | 140 | 130 | 130 105 
Estimated Net Income 
from Overseas In- 
vestments «-» | 220 | 250 | 285 | 285 | 270 | 270 235 
Estimated NetReceipts 
from Short Interest 
and Commissions 60 60 60 63 65 65 55 
Estimated NetReceipts 
from Other Sources 15 15 15 15 15 15 15 


447 | 459 | 484 | 504 | 495 | 520 | 431 














Estimated total Credit 


Balance on items speci- 
fied above ... ...| 86 | 54 9 | 114 | 137 | 138 | 40 


* Including some items on loan accounts. 

+ Including disbursements by foreign ships in British ports. 

¢ Excluding £18,400,000 of French gold repatriated. 

Imports and exports of merchandise and bullion are taken 
from the trade accounts and require no comment here, except 
that the repatriation in 1928 of £18,400,000 of gold pledged 
by France some years earlier is excluded as not related to 
current transactions. Receipts and payments on Government 
account are those originating overseas in transactions by 
various departments ; they include also interest on and repay- 
ment of principal of Government loans, reparation receipts, 
and Indian home charges other than receipts on account of 
Indian debt and railway capital, which last are included with 
income from overseas investments. 
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We now pass to the main categories of “‘ invisible exports,” 
to use the popular term, and to the realm of estimate. The 
most satisfactory of these estimates is that relating to Net 
National Shipping Income. Imports are entered as c.i.f. and 
exports as f.o.b., and the most satisfactory way of dealing with 
that discrepancy in the basis of valuation has ed found to be 
to leave the trade entries as they stand and to make a separate 
calculation of the gross earnings of British shipping, including 
(as would have to be done in any case) earnings on trading 
between foreign ports, passenger income, and remuneration 
for other services by shipowners. Deduction is made of 
payments in overseas ports for wages, fuel, etc., and, for the 
sake of convenience, addition is made of similar disbursements 
by foreign ships in British ports. The resultant figure is 
neither profit nor indicative of profit. The calculations were 
based first on the distribution of shipping on different trade 
routes, on the quantities of goods moving over those routes as 
shown wholly or in part by the official accounts, and on the 
published rates of freight. Use was also made of the freight 
indices compiled by various authorities, and in particular of 
that constructed by the Chamber of Shipping. At a recent 
discussion (December 15th, 1931) at the Royal Statistical 
Society on “ The Balance of Trade,’ Dr. Isserlis, of the 
Chamber of Shipping, recalled how, in 1924, the Chamber 
made a sample census of shipping earnings which confirmed 
the other calculations, and he indicated the willingness of ship- 
owners to repeat the experiment—an example which it is to be 
hoped will be followed in other quarters. The Chamber and 
the Board of Trade have never differed widely in their calcu- 
lations, so far as these covered the same ground. Disburse- 
ments by foreign ships in British ports are mainly for bunkers, 
as to which a mec investigation was made in 1925. 

Sir George Paish made calculations of British investments 
overseas for the years 1908 and 1911, which until lately formed 
the basis of all later estimates. By an elaborate investigation 
of State and municipal loans and joint stock company accounts, 
he arrived at the conclusion that the British share of such 
investments in 1911 was £3,200,000,000, yielding an income of 
£175,000,000. He added about £300,000,000 for individual 
investments in real estate, securities, bearer bonds, etc., and 
deducted a somewhat similar amount for investments in the 
United Kingdom by non-residents; both sums were on an 
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unsure basis. Subsequent calculations took into account new 
overseas issues made on the London market, though these 
were not necessarily all taken up by British subjects; losses 
during the war through Government sales, Russian repudia- 
tions, etc., were in due course deducted. The Inland Revenue 
Returns also afforded, though belatedly, information regarding 
taxable income, but not over the whole field, and no account 
was taken of remittances for British expenses ; still, in 1927 
it was thought that about three-fourths of the total estimates 
could be “ justified from information in the hands of the 
Inland Revenue.” 

The Board of Trade repeatedly appealed to the City for 
help, and at last Sir Robert Kindersley followed in the track of 
Sir George Paish, and in The Economic Journal for March, 
1929, June, 1930, and September, 1931, produced a valuable 
series of estimates for the years 1927, 1928, and 1929. Briefly, 
his figures for British investments in overseas Government 
loans, municipal stocks, and joint stock companies were 
£3,990,000,000 for 1927 and £3,438,000,000 for 1929; the 
estimate for 1928 was incomplete. He also estimated that in 
1929 British private investment in securities not quoted in 
London, certain bearer securities, holdings through foreign 
nominees, individual investments in new and existing securities, 
and real estate amounted to £300,000,000. e income 
from those two classes was respectively £212,000,000 and 
£19,000,000, and he had reckoned that in 1927 the income 
paid to non-residents for investments in the United Kingdom 
was £14,000,000. His income for 1927, excluding that from 
“ private "’ sources, was about £290,000,000, or £276,000,000 
after adjusting for items included by the Board of Trade under 
Government receipts, and the Board, making an estimated 
addition in respect of “ private ’’ income, raised their original 
estimate of £270,000,000 by about 54 per cent to £285,000,000 
for 1927 and 1928. In 1930, however, in view of certain 
other calculations by The Economist newspaper, which 
admittedly only covered part of the field, they reverted to their 
own original calculation. The situation is thus eminently 
unsatisfactory in its uncertainty, all the more as Sir Robert 
estimated that there would be a further reduction of £70,000,000 
of income in 1931. Praiseworthy as his efforts and those of 
The Economist are, it is obvious that further concerted action 
by the financial houses by whom the facts are known is required. 
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Meanwhile, it is of interest to note that, despite war-time 
losses, our total net overseas investment was in 1927 probably 
about the same as it was currently estimated to be in 1914, 
viz., £4,000,000,000. 

Under the third main category of “‘ Short Interest and 
Commissions ” are included, according to the Board of Trade, 
“‘ acceptance credits, discount on foreign bills, bank interest 
(i.e., short interest and commissions), commissions, and other 
charges on new issues paid by overseas borrowers, merchanting 
commission on overseas produce, brokers’ commissions, 
insurance remittances from abroad, and earnings on exchange 
transactions.” Deduction has to be made in respect of pay- 
ments made to foreigners for similar services. The vagueness 
of the information regarding these classes of transactions may 
be gauged from the fact that the Board of Trade, in their 
Report covering the years 1924-6, stated that “ after taking 
further advice’ they thought it reasonable to raise their 
previous estimates for 1924 and 1925 from £40,000,000 to 
£60,000,000, thus adding about 30 per cent to the net credit 
balance on all heads for 1924 and about 59 per cent to that 
for 1925. Here, obviously, is where more light is most urgently 
required and, given goodwill, it can be obtained so far as 
transactions relating to the financing of the world’s trade is 
concerned, for that is in the hands of, relatively, a small number 
of firms. Curiously enough, we know more about the magni- 
tude of our indebtedness to the foreigner than about our 
earnings from business done largely by the help of foreign 
money deposited with us. The Macmillan Committee ascer- 
tained that the liability of London in March, 1931, was 
£407,000,000 in respect of deposits and sterling bills held in 
London on foreign account, less £153,000,000 for sterling bills 
accepted on foreign account, or £254,000,000 net. They did 
not obtain figures of British balances abroad, but we had from 
the Bankers’ Clearing House last November a statement that 
the short-term indebtedness of Germany to London was under 
£64,000,000 on 31st July, 1931, and under £55,000,000 on 
31st October, 1931, “ approximately half of which is on a 
documentary basis necessitating definite proof of shipment of 
goods.” These few particulars show that the required informa- 
tion is in existence and can be got if the urgency is sufficiently 
=. If the City is convinced of the importance of the 

alance of trade the difficulties should disappear, but, mean- 
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while, we can only make a rough measure against the background 
of the total trade of the world. Net insurance income from 
abroad should be obtainable from the insurance companies, 
but the amount of merchants’ commissions on the sale of 
overseas produce must remain uncertain unless the Board of 
Trade and the Customs Departments should decide to require 
importers to include in their “ specifications” of imported 
goods a statement as to whether the goods were on commission 
or not. Even then there would be commissions on exported 
goods and on the buying and selling of goods that never come 
to this country which would have to be taken into account. 
The greater part of the goods affected would be food and raw 
materials, the gross imports of which into the United Kingdom 
were valued at over £726,000,000 in 1930 and £971,000,000 
in 1924. Perhaps the chief produce exchanges could furnish 
some estimates of the extent of commission business. 

The remaining category of “‘ Other Services” includes 
receipts from the sale of second-hand ships to other countries, 
emigrants’ remittances, savings of returning emigrants, tourists’ 
expenditure in the United Kingdom, family remittances, etc., 
and corresponding payments to overseas countries have to be 
deducted. Except with regard to the sale and purchase of 
second-hand ships, information in respect of the various receipts 
and payments is meagre and the £10,000,000 or £15,000,000 
which ios been taken as the net credit balance of the group is 
a purely conventional entry. 

Such, then, is the sketch of what we understand by and 
know about “ the balance of trade ”’ or, rather, “* the balance 
of payments.” On the whole, the total credit balance rose 
from 1924 to 1929, after having weathered, though with damage, 
the industrial storms of 1925-6. In 1930 and 1931 it has 
slumped heavily, and fear has arisen lest, first, we should not 
be able to maintain our habit of investing our annual surplus 
overseas, and, secondly, lest we should be paying for our 
imports out of capital. The credit balance forms the main 
reservoir from which our overseas investments are made, but 
to it an addition must be made in ct of repayments of 
matured loans, sinking funds, etc. Sir Robert Kindersley has 
calculated that the amount repaid in 1929 was £48,506,000, 
and after estimating that about 9} per cent of the overseas issues 
on the London market was taken up by foreigners he con- 
cludes that our new overseas investment amounted to about 
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£134,000,000 in 1927, £108,000,000 in 1928, and £47,000,000 
in 1929; maturity payments are regarded as automatically 
available for reinvestment. Apparently for 1930 and 1931 the 
amount of new money would be negative, unless we have been 
“borrowing short and lending long.” Once more, it is 
submitted that these figures show the need for frank and 
wholehearted co-operation by all the persons possessing the 
required information, so that the public and the Government 
may be put in possession of the data necessary to show us 
where we stand and to guide us to a sound policy. 

Pending the se of more complete information, we 
must make the best of pe Ss we have and try to determine the 
causes of the fall in the balance and what means we can adopt 
to improve the situation. Sir William Beveridge said (Week-end 
Review, November 7th, 1931): “‘ We are threatened with a 
negative balance of trade, not because our exports have fallen 
more than imports (they have not) but because our shipping 
is not being used, and because producers in other countries 
are depressed and cannot pay us what they owe.” Before 
judging the validity of this statement it will be well to set forth 
the leading particulars of our trade, and the following table 
shows the quantity movement of imports and exports as 
calculated by the Board of Trade on the basis of 1924 prices. 
The year 1926 has been omitted for obvious reasons, and it 
should be noted that the figures for the first nine months of 
1931 are based on the prices for the first nine months of 1924, 
when export values were about 1-2 per cent lower and values 
of retained imports about 4-6 per cent lower than the average 
of the complete year. 




















Retained Imports | British Exports 

Period | Food, | Rew | Mano- | rears 

w ] u- iw | ue | 
etc. | Materials| factures | o- | Materials | factures | mae 

| (Basis, 1924— 100)| | 
1925 | 98-3] 106-7 | 112-2 | 103-9 101-5 | 99:3 
1927 | 102-0 | 113-0 | 128-4 | 111-2 104-4 | 102-3 
1928 | 101-1 | 101-3 | 129-7 | 107-8 107-9 | 104-7 
1929 | 104-8 | 112-9 | 135-4 | 1141 109-3 | 108-3 
1930 | 106-0 | 101-1 | 135-6 | 111-4 87-5 88-7 
1931* | 111-3 97°5 136-4 | 113-4 65-6 67°6 

(9 mos.) 





*® The Board of Trade Journal for 21st 2 Januany, 1932, shows the following chang 


ng etc., + 82%; 


Retained 
British Exporis—Raw Ma 


cy — so 


Materials, — 6-1%; Manufactu: 
 Maeuthenuves, — 25° 8%; Total, — 23°8 


es in volume on 1930 :— 


wes, + 37% Total, + 2°9%. 
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Between 1924 and 1930 the population of the United 
Kingdom increased from 44-9 to 45-9 million persons, or 
by 2:2 per cent. The imports of food, drink, and tobacco 
increased during that period much more rapidly than popu- 
lation. Raw materials imported also increased in a fluctuating 
manner, and more were used for the production of goods for 
the home market, as is shown by comparison with manufactured 
exports. The most striking feature of the table is the great 
relative growth of imports of manufactured goods, compared 
with the moderate growth of exports of manufactures which 
was changed to a decline in 1930. The excess of British 
exports of manufactures over retained imports of manu- 
factures was, in declared values, £352-9 million in 1924, but 
fell to £268-3 million in 1929 and to £156-4 million in 1930; 
even when imports of non-ferrous metals and refined petroleum 
(amounting to £59°8 million in 1924 and to £66-7 million in 
1930) are deducted, the change is still remarkable. Further, 
calculations made by the Board of Trade regarding the trade 
of the British Isles as a whole show that in 1913 British exports 
were 31°4 per cent greater than in 1924, while retained imports 
were 5-8 per cent less. The figures show that while the home 
market was strong enough to absorb increased quantities of 
imports up till 1929, the decrease in British exports of coal 
and manufactured goods, which has characterized 1930 and 
1931, has been a main factor in the fall in our credit balance, 
and that the maintenance of manufactured imports (even after 
discounting the “ abnormal” imports of 1931) has been a 
contributing factor. The decline in our trade necessarily 
brought about a decline in our shipping income, all the greater 
because of the superfluity of the world’s ships. It also entailed 
a fall in our income from the financing of trade, and the fall 
in our income from overseas investments was largely the result 
of the depression which has settled down on the world during 
the last two years and a half. 

The decline in our annual credit balance is thus seen to 
be a symptom of grave sickness in British trade and also in 
the world’s trade, since no country is sufficient unto itself. 
After the close of the European War there was a feverish boom 
while the several countries strove to replenish their stores from 
an insufficient supply of goods. A deep depression followed 
from which the United tates was the first to recover, and 


while other nations slowly climbed towards normality American 
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industry flourished remarkably. A frantic burst of speculation 
in Wall Street helped to disorganize the currency systems of 
the world and when the crash came it was followed by a 
depression which spread wider and deeper till it has over- 
whelmed all countries. Throughout the whole of the last 
thirteen years the forces making for disequilibrium have been 
very powerful, but probably none has had such catastrophic 
effects as reparations and war debts. The payment of these 
obligations has imposed on all the debtor countries the necessity 
of forcing their exports, and thereby not only reducing export 
prices but impoverishing themselves since they got nothing 
in return for their goods. The principal creditor countries, 
France and the United States, refused to accept goods in pay- 
ment for the sums due to them, raised their tariff walls, and 
virtually forced their debtors to pay them in gold, so that by 
the end of 1930 three-fifths of the gold in the central banks of 
the United Kingdom, the United States, France, Belgium, 
Netherlands, Germany, Italy, Spain, Russia, and Japan was in 
the coffers of the Federal Reserve Banks and the Banque de 
France. A defence for France has been made that her 
acquisition of gold was due to her defective banking laws, but 
neither the French Government nor the French financial 
authorities have shown any inclination to remedy the defects. 
The drain of gold from the countries concerned naturally 
produced a restriction of credit, a fall in prices, and a diminution 
of enterprise and employment. Little wonder that the Special 
Advisory Committee under the Young Plan, recently meeting 
at Basel, — that the German problem was “ lar ely 
responsible for the growing financial paralysis of the world,” 
and that “the adjustment of all inter-governmental debts 
(reparations and other war debts) to the existing troubled 
situation of the world—and this adjustment should take place 
without delay if new disasters are to be avoided—is the only 
lasting step capable of re-establishing confidence, which is the 
very condition of economic stability and real peace.” 

Between the second quarter of i920 and the last quarter 
of 1922 the Board of Trade index number of wholesale prices 
registered a fall of about 52 per cent; from that period to the 
last quarter of 1924 prices rose by nearly 9 per cent ; a fall of 
about 12 per cent took place in 1925 and 1926. Prices during 
the last months of 1926 were affected by scarcity and fell nearly 
5 per cent after the resumption of work. They then exhibited 
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a steady tendency, which changed in the latter part of 1928 
to a very slow fall till the middle of 1929. Between July, 19209, 
and September, 1931, the fall was 28 per cent ; a slight recovery 
has since occurred. Much ink has been spilt uselessly in the 
dispute as to whether the collapse of prices since 1920 has been 
due to monetary or to other causes, and it would be of little 
profit to discuss here whether the “ deflation ” was due to the 
policy of Central Banks and Treasuries or not. Among 
material causes depressing prices are the maldistribution of 
gold already referred to, the over-production of primary 

roducts, and the excess productive capacity of certain 
industries. Absolute over-production may be impossible, but 
over-production in the sense that goods cannot be sold to cover 
their cost and a reasonable profit has undoubtedly existed for 
some time in the case of some foodstuffs and raw materials. 
The bounty of Nature and the application of science to agri- 
culture have almost ruined agricultural countries and prevented 
them from buying industrial commodities. The efforts to 
maintain prices by holding goods off the market, as in the case 
of wheat, sugar, copper, etc., have ended in further collapse. 
Industrial prices have been further affected by the over- 
extended capacity of certain industries for war purposes (steel, 
engineering, shipbuilding), by the growth of industries in 
countries deprived of their usual supplies during the war, by 
excessive nationalism leading to the protection and development 
of native industries towards self-sufficiency, and by changes in 
fashion (as from cotton and wool to silk and artificial silk). 
The world’s general capacity for production has increased, but 
the obstacles to trade caused by tariff barriers have also 
increased, and in the general financial dislocation the world’s 
international trade has of late declined. 

There is no easy or quick way out of our troubles. The 
preliminary step—a settlement of the war debts problem—seems 
at the moment of writing unlikely to be taken at an early date. 
The second—a general reduction of tariff barriers—meets at 
present with as little acceptance. Both must be argued for 
and fought for with the utmost strenuousness, but meanwhile 
something may be done by ourselves. To restore our credit 
balance we must either reduce our imports or increase our 
exports, or obtain a faster growth of exports than of imports. 
Expansion of exports is most desirable, but the fact must be 
faced that in certain categories we cannot hope to regain our 
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old predominance. Reduction in costs is imperative, but any 
attempt at large general wage-reductions would be injudicious 
even if industrial strife were avoided. It is true that a reduction 
in wages does not reduce demand, but shifts a portion of it 
from consumption goods bought by workpeople to capital 
goods bought by manufacturers. Yet the repercussions of any 
excessive change are uncertain. The commodities most largel 
bought by the working classes are at the same time goods which 
enter largely into our exports, and reduction in their output 
would increase their costs. The shift to capital goods would 
most desirably take the form of reconstruction of works in 
industries which require improvement, and would thus benefit 
building and, later, engineering, but the effect on export 
prices of machinery and allied goods would be slow to show 
itself. It would be of much greater advantage if wages were 
left untouched, provided that the trade unions were persuaded 
that it would be to the gain of their clients if outworn rules 
and customs were abandoned and greater elasticity permitted 
so that the maximum output might be secured. e only 
other hope of reducing costs is by rationalization, not merely 
of individual businesses but of industries. The cutting out of 
waste is only common sense, but the heavy reductions in 
overhead costs triumphantly announced by the chairmen of 
some companies in recent years show that it has required 
adversity to prove that commonplace truth. The need of 
cutting out incompetent producers, weak sellers, and excessive 
merchanting is only now coming to be recognized, and not only 
Mr. Graham but Mr. Baldwin and most prominent politicians, 
economists, and industrialists have proclaimed the imperative 
necessity of great reconstruction. Only shipbuilding has 
managed to bring its equipment into relation to the world 
Situation ; the story of cotton and coal show how many diffi- 
culties arise out of extreme trade individualism. Mr. Graham 
left open the question whether reorganization should be 
undertaken by the industry or enforced by the State. The 
former course is the more advisable in present circumstances, 
but it is well worth consideration whether, when a substantial 
proportion of an industry is in favour of a particular course, 
power should not be given to the majority to compel the 
minority to come in; otherwise, all attempts at reorganization 
might be frustrated. 

The problem is how to get business restarted out of the 
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trough of depression. Some distinguished authorities vo 
that the central banks should buy securities on a large scale, 
thus flooding the joint stock banks with idle money. They 
maintain that with an unremunerative deposit rate depositors 
would withdraw their money for investment in new enterprises 
and that the low rate at which banks would offer advances would 
attract borrowers who had projects to realize. The great part 
played by credit in modern industry has, apparently, blinded 
those authorities to the fact that bank loans are asked for, not 
offered. No one will borrow, however low the rate, unless he 
thinks he sees a fair profit in prospect. The seriousness of the 
present depression is that it is a crisis of confidence. Universal 
distrust prevails. Depositors in America hoard money because 
so many small banks have failed, and the collapse in speculation 
has shaken faith in everything. The United States distrust 
Europe, France suspects Germany, everyone has sought to 
realize assets, At last there has come a crisis of payments 
and sound credits have been “ frozen,” and debtors have had 
to be “ carried ” to avoid general collapse. The first question 
for this and for every other country is how to restore confidence. 
The balancing of our National Budget has done something, 
going off the gold standard has done more, to inspire courage 
and stimulate trade. But the beneficial effects of the deprecia- 
tion of the pound have been reduced as other countries have 
also gone off gold, and can only continue while gold prices 
are falling. In the long run the prices of necessary imports 
must be raised and with them, probably, wages, so that our 
present export advantage will disappear. The strongest argu- 
ment for a tariff on manufactured goods is that it would restore 
confidence to our manufacturers and traders, who for years 
have been afflicted with such a complex of inferiority and 
unjust persecution that at times they have seemed to have 
an up hope. They assure us that they would feel a tariff to 
a real restorative, and believing this they would probably 
make it true. timism and pessimism are alike contagious. 
Reorganization is being delayed in many industries, for example, 
in iron and steel, for fear of what — happen while the 
rocess of change was going on ; like a hermit crab which has 


eft one shell and has not yet found another, industry, while 
= a new organization, feels unprotected and unsafe. 

e heavy duties on imports of foreign manufactured 
goods which have been recently imposed were devised to ward 
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off a dangerous attack on our economic life, and are rightly 
temporary in nature. A tariff such as is suggested above 
should be scientifically constructed so as to give our industries 
protection and encouragement while they undertook the 
necessary work of reconstruction to equip themselves for 
meeting the new world conditions. We should not, as some 
extremists do, look upon it as an end in itself. The United 
Kingdom can never self-sufficient, and the Empire as an 
economic unit is an ideal—if an ideal at all—impossible of 
realization at a time when (reckoning in terms of imports) onl 
a little more than a quarter of the total trade of the Britis 
Empire is done between Empire countries, and that share has 
increased but little since 1913. The true trade ideal is that all 
goods should pass from one country to another with the smallest 
_— hindrance from tariffs and other restrictions, and one 
ope for the future is that a British tariff may prove an effective 
bargaining weapon and lead to the lowering of tariff barriers. 
The creation of Empire — is to be welcomed, but 
only if it is accompanied by less high Dominion tariffs. ‘The 
“‘ most-favoured-nation clause’ in commercial treaties may 
have to be abandoned, but its utility has been over-estimated ; 
two nations which compete with each other in certain lines of 
— and have a more — competitor in the United 
ingdom are not likely to e trade concessions to each other 
which would assist their most important rival. Care must be 
taken that our export trade is not damaged by our tariff, for 
example, by duties on raw materials or by duties on food which, 
by raising the cost of living, would lead to wage-increases and 
higher production costs. Our capacity to continue our 
practice of investing overseas for the development of lands still 
in the early stages of economic evolution must not be impaired. 
Those are mistaken who think that they can combine a desire 
to revive British industry with the advice to avoid foreign 
investment; if their admonitions were followed grievous 
damage would be inflicted on our “ heavy ” industries. 

There remains for consideration the question whether some 
degree of financial reconstruction is required in order to add to 
the efficiency of industry by making credit freer, cheaper and 
more elastic. That problem cannot be discussed fully now in 
this place, but it must not be left till reparations are settled or 
tariffe made reasonable. As the Report of the Macmillan 
Committee has shown, it is emphatically a problem of the 
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moment. Economists are generally agreed that gold reserves 
are only required to cover international trade balances and that 
the legal ratios of those reserves might be reduced. There is 
also little difference of opinion as to the desirability of the 
central banks co-operating to maintain international prices at a 
stable level higher than the present and to provide cheap and 
abundant credit within their own countries. The closer co- 
ordination of the City with British industry for the provision 
of capital for long-term contracts is in itself a serious problem, 
which must be closely studied if we are to avoid the reproach 
that there is a better organization for lending to foreigners than 
to our own people. But, as has been said, we can only just 
refer at present to these and kindred topics to show that they 
have not been forgotten. 


The Sterling Pool 


HE last few months have witnessed a fairly widespread 

tendency towards the suspension of the gold standard, 

and for certain exchange rates to approximate to their 
normal ey sterling. Among the Empire currencies, 
the South African is the only one now rigidly linked to gold, 
and even here it is an open question how long South Africa 
will remain on the gold standard. The three Scandinavian 
countries and Japan have all suspended gold payments, and 
by the New Year their currencies were once more on a par wi 
the pound. The South American exchanges never reflected 
to the full the depreciation of sterling against gold, and as and 
when the present restrictions on exchange dealings are relaxed 
and these currencies allowed to find their natural level, they 
my well establish a fixed relation with the pound rather than 
with the dollar. It is not impossible that the same will happen 
with regard to certain European currencies, though it is not 
likely that Germany will suspend the gold standard in view of 
the unfavourable political reactions that would ensue. 

These developments, both actual and potential, have 
given birth to the idea of a sterling pool of currencies linked 
no longer to gold but moving in sympathy with the pound. 
From our point of view there is something to be said for it. 
It would confirm the bill on London in its traditional position 
of the medium of world commerce, and would be an insurance 
against any loss of financial prestige and business due to the 
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depreciation of the pound against gold. In one sense it would 
widen the defences of the pound, for the forces acting against 
the pound would be the resultant of those acting on all centres 
linked to sterling and no longer of those acting on London 
alone. It would enable us to pay for a large proportion of our 
imported foodstuffs and raw materials in sterling at par instead 
of having to pay in appreciated gold currencies, and so would 
check the rise in our living and production costs that should 
normally follow the depreciation of our currency ; and already 
there is evidence that we are enjoying this benefit. On the 
other hand, we would lose some of the advantages that the 
depreciation of sterling would give our traders, temporarily at 
least, in home and world markets. British farmers are still 
having to meet the competition of Danish butter, and Lancashire 
cotton manufacturers will find Japanese competition in Far 
Eastern markets becoming more severe as the result of Japan’s 
suspension of the gold standard. 

The real question to consider is, granted the establishment 
of a sterling pool, how will it work in practice? Firstly, the 
pool may exist by accident, each constituent country main- 
taining such a state of affairs, including its internal price-level, 
as will result in its currency remaining on a par with sterling. 
Here the main force tending to keep the pool alive will be the 
use of the sterling bill as a medium of commerce between the 
constituent countries, and in times of stress this may well 
prove too fragile a bond. Again, it does not follow that the 
present parities between sterling and other countries are those 
best suited either to our own needs or to those of others. One 
country may find itself operating on too high a level of prices, 
wages and costs, thereby laying itself open to competition from 
other members of the pool; and another find itself on too low 
a level, and so unable to buy from the other members. 

The accidental development of the pool does, however, 
possess the advantage that it neither requires the creation of 
special machinery nor thrusts any new responsibility upon 
London. Instead, it helps the London market and popularizes 
the sterling bill. Its disadvantage to us is that it may leave our 
trade open to excessive competition from other members of 
the group, and in any case it is impossible to base long-distance 
plans on so insecure an arrangement. 

Secondly, there is the conception of a deliberate scheme. 
This idea at once raises all the difficulties of bringing about 








66 


concerted international action, especially when only a limited 
number of countries are concerned. Theoretically, there is no 
reason why a new set of parities should not be arranged between 
the different currencies at levels best suited to the common 
need. It would also be tempting to urge that the members of 
the pool should simultaneously enter into reciprocal tariff 
arrangements with each other on the basis of a low tariff. 
Yet the practical difficulties in the way of such ideals are 
enormous. 

In any case, the foundation of such a scheme would be 
that all foreign central banks in the 1 would have to be 
empowered to hold, and actually hold, sterling Devisen as 
part—in fact, the major part—of their legal reserve. This 
sterling Devisen could take three forms :— 

(1) commercial bills drawn in sterling, 
(2) British Government Treasury bills, 
(3) sterling balances with London banks. 

Now the main function of a bill of exchange is to move 
goods and not to provide a central bank with part of its reserve 
against its note issue and other liabilities. Up to a point this 
distinction is not a real one, for currency is equally required for 
the production and movement of , and the greater the 
volume of trade and the higher the price-level, the greater 
becomes the need for currency and credit in parallel with the 
growth in the number and magnitude of commercial bills. 
Even so, reflection is required when it comes to a question of a 
bill drawn on London, say, for the movement of goods from 
Germany to South America finding itself used as part of the 
backing for the Norwegian currency. It is by no means 
certain that under such circumstances supply and demand 
would keep pace with each other, or that London’s legitimate 
requirements for bills would be satisfied. There is equally 
the danger that London discount rates may be forced down by 
foreign central bank buying, tending to an undesirable increase 
in drawings on London. All these are points to be considered 
from the British point of view. 

Were foreign central banks to hold part of their sterling 
Devisen in the form of Treasury bills, the first result would 


be a transfer of part of the British national debt from British 
to foreign holders. ain, the demand for British Treas 

bills would fluctuate from week to week, not only ook 
changes in the British financial situation but through changes 
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in financial conditions ruling abroad. Here, again, the question 
must be asked, is this entirely desirable from the British point 
of view ? 

The Devisen might also take the form of sterling balances, 
either with the Bank of England or with London joint-stock 
or other commercial banks. Here we must ask ourselves, Do 
we, in the light of recent experience, want to build up once 
more a big short-term debtor position, consisting of foreign 
funds that can be withdrawn at a moment’s notice? It may 
be that the likelihood of heavy or sudden withdrawals is 
remote, for it would postulate that one member of the pool 
was having to discharge heavy liabilities to some country 
outside the pool, and the bigger the pool the more remote 
would such a danger become. Even so, London and the 
pound would always be exposed to this risk, and this point, 
too, must be carefully weighed. 

There are two remaining points to be considered. The 
first is that the establishment of the pool would involve big 
purchases of sterling by the constituent central banks, and 
these would undoubtedly have a disturbing and perhaps 
undesirable effect upon the exchanges. The other point is 
that we might have to order our financial affairs in accordance 
with the needs of the pool and perhaps in conflict with our 
own needs, Is this a duty that we ought to undertake ? 

These considerations by no means rule out the desirability 
of establishing a sterling pool. As previously said, it would 
in many ways be advantageous to us, and it might exercise 
a definitely stabilizing influence upon world economy. On the 
other hand, it is not the simple question that some people 
assume it to be, and some preliminary reflection along the 
lines indicated above is certainly expedient. 


Finance and Industry 


(15) The Money Market—concluded 


T remains to discuss how the supply of money is affected 
| either by the course of events or by definite control exercised 
by the authorities. It will be recalled that the bulk of the 
market’s funds consists of spare cash lent by the banks, who 
do not hesitate to call in their loans if they find themselves 
running short of cash ; and it is when all banks simultaneously 
run short of cash that money becomes tight. 
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Now, stringency in the first place can be caused by a large 
turnover of funds. Suppose that bank “A” is having to 
meet a large number of dividend cheques drawn by one of its 
customers in favour of its shareholders. The bank will 
naturally call in part of its loans to the market in order to 
accumulate the extra cash needed to meet this dividend pay- 
ment. Banks “ B,” “ C,” “D” and “E” know that in due 
course they will obtain the benefit of this cash, as their customers 

ay the dividend warrants they receive into their accounts, 

ut they do not know when they will obtain it, and in any case 
before the cheques are paid in and cleared, these banks cannot 
increase their loans. The result is that, while this dividend 
money is being transferred from the company to its share- 
holders, money becomes less plentiful. The same thing 
happens when money is flowing into a single centre, as when 
the public are subscribing to a big new capital issue or paying 
up subsequent calls on the stock. The paying banks have to 
prepare in advance for the demands likely to be made on 
them, and the receiving bank or banks cannot lend any more 
until they have actually got the money. 

Secondly, stringency arises whenever the total holdings of 
cash by all the banks in the City of London are depleted. 
Foreign withdrawals of funds, when accompanied by gold 
losses, are an obvious example, as the deposit of the bank which 
is shipping the gold is depleted at the Bank of England. Apart 
from this, the cash held by a British bank takes two forms, 
namely, bank-notes and subsidiary coinage and their deposits 
at the Bank of England. The simplest kind of depletion of 
the banks’ cash is withdrawals of currency by the public. 
These at once reduce the banks’ holdings of notes, and if the 
banks have to obtain more notes from the Bank of England, 
their deposits at the Bank are reduced. Furthermore, if the 
Bank of England has to put more notes into circulation, its own 
reserve of notes against its deposits is reduced, and this may call 
for definite control of the market. Seasonal withdrawals of 
currency by the public, as at Christmas, Easter and other 
holiday periods when people carry more cash than usual in 
their pockets, cause little anxiety, for bankers well know that 
in the week following the holidays the cash comes back to them, 
as it is paid in by shopkeepers, hotel proprietors, railway 
companies and lodging-house landladies. It would only be 
prolonged withdrawals of currency, suggesting a lack of 
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confidence in the banking system, which would call for definite 
action. 

More common and serious are operations which directly 
reduce the total of bankers’ deposits at the Bank of England. 
The general rule is that if a bank or any customer of a bank 
makes a payment to the Bank of England or to any customer of 
the Bank of England other than a banker, then that bank’s 
deposit at the Bank of England is reduced and no other bank’s 
deposit at the Bank is increased ; and so bankers’ deposits as 
a whole are reduced and money made less plentiful. The 
converse rule regarding payments by the Bank of England or 
one of its customers other than a banker, equally holds, and 
in that case money becomes more plentiful. 

By far and away the most important non-banker customer 
of the Bank of England is the British Government. All 
cheque payments by customers of British banks to the British 
Government, whether representing taxes, subscriptions to new 
Government loans or payments for new Treasury bills, reduce 
bankers’ deposits at the Bank and make money more stringent. 
All payments by the British Government, whether representing 
salaries to Government employees, payments to contractors, 
interest on the national debt, or the redemption of Treasury 
bills or other national debt, increase bankers’ deposits at the 
Bank and make money easy. That is why money is always 
tight when big tax payments are being made and easy when 
war loan or other big dividends are paid. That also shows 
why money becomes tight if for any reason payments for new 
Treasury bills exceed maturities of old Treasury bills; and it 
also follows that if any of the maturing Treasury bills are held 
by the Bank of England itself or by one of its private customers, 
bankers’ deposits are not increased by its repayment and the 
market does not get the benefit of the new money. Conversely, 
if the Bank of England itself takes up some of the new Treasury 
bills or if the Bank lends money to the Treasury on Ways and 
Means Advances, and the Treasury spends this money on 
current expenses or repayment of other debt, then bankers’ 
deposits are increased and money becomes easier. 

Control is exercised over the money market in part by the 
banks, in part by the Bank of England and in part by the 
Treasury. The banks do not control the market for the sake 
of doing so, but only as an indirect consequence of the need 
for maintaining their cash holdings. As a rule each one of the 
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big British banks replenishes its cash up to a certain minimum 
limit once a week, and to do so may have to call a certain 
amount of its money lent to the market. Again, on June 30th 
and December 31st the majority of the banks replenish their 
cash holdings in order to prepare their half-yearly balance 
sheets relating to those dates, and on these occasions, when all 
the banks are calling, the market usually has to borrow a 
substantial amount from the Bank of England. The effect of 
this on the Bank of England’s position is a big increase in 
discounts and advances among its assets and a big increase in 
bankers’ deposits among its liabilities. The effect on the 
market is that while on June 30th and December 31st money 
is usually —_ tight, it is very plentiful for the week preceding 
and the week succeeding those dates. The reason is that 
while the market only needs its loan from the Bank for a day, 
the Bank will not lend for less than a week. Borrowing from 
the Bank begins a week before the critical day and continues 
right up to it. Thus the Bank begins to lend a week before 
and is not finally repaid until at least a week after the critical 
day; and during the whole of this period, with the single 
exception of the day itself, the banks are also lending to the 
market on their usual scale. 
The Bank of England exercises control, as part of its 
poneys in several different ways. Firstly, it can raise or lower 
ank rate, and with it all money and discount rates. In times 
of over-speculation, crises or the withdrawal of foreign funds 
from the country, it raises Bank rate, for higher interest rates 
damp down speculation and attract money to London. When 
trade is slack and enterprise is lacking, and when London has 
more idle money than is needed, rate is lowered. Bank 
rate is never raised by less than a full point, and is usually 
lowered a half-point at a time. 
Next, the Bank can affect the supply of money by its own 
“ open-market "’ operations, as they are called. If the Bank 
wishes to make money more scarce, it sells some of its securities 
or bills. Payment for these by their purchasers by cheques on 
their banking accounts depletes bankers’ deposits, for they are 
payments made to the Bank. Conversely, if the Bank wishes 
to make money more plentiful, it buys bills and securities. The 
Bank do not regard such operations as their chief means of 
exercising control, but rather as supplementing the control 
exercised through Bank rate. Thus if the market rate of 
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discount falls to, say, } per cent below Bank rate, the latter is 
said to be “ ineffective.’ To make Bank rate effective all the 
Bank has to do is to sell bills in the open market. This reduces 
the supply of money and increases the supply of bills, and the 
two together make bills cheaper and so have the effect of 
raising market rate close up to Bank rate. The Bank, however, 
must not make money so scarce as to bring the market in as 
borrowers, for once the market borrows from the Bank, money 
is automatically made plentiful for the week during which the 
loans run, and so the Bank’s object would be defeated. When 
the Bank is selling bills in the open market it is often said to be 
doing so in such a way as to bring the market to its door-step 
but not to let them in. When there is danger of the market 
having to borrow from the Bank, the Bank will often buy bills 
at the last moment so as to keep them out. 

The Bank in conjunction with the Treasury can also 
govern the supply of bills by increasing or decreasing the 
number of Treasury bills offered each week. It can, of course, 
only do so within certain limits, for the Treasury has to issue 
sufficient bills to bridge the margin between current revenue 
and expenditure. Yet a variation of £5,000,000 between one 
week’s issue and the next is usually practicable, and this gives 
scope for some leverage on the market. An increase in the 
issue obviously makes money tighter, and vice versa. 

Finally come the personal relations and interchanges of 
opinion between representatives of the Bank of England and 

e money market. Such expressions of opinion are in no 
way binding, but obviously if it was thought undesirable in the 
national interest for Bank rate to become ineffective, or for 
discount rates to fall below a certain level, bill-brokers would 
do their best to prevent this from happening. There is a 
great deal of this unofficial, undefined co-operation between 
the various elements that together make up the City of London, 
and much useful work is done and many useful results achieved 
on this basis. 


Notes of the Month 


The Money Market.—The end of the oo passed off more 
easily than had been anticipated, and market borrowings from 
the Bank were considerably smaller than in previous years. 
December 31st, the day on which the banks call heavily from 
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the market, fell on a Thursday, and this enabled the money 
market to divert part of the pressure on to the Treasury. What 
actually happened was that most of the old Treasury bills 
maturing that week fell due for payment in the last four days 
of December, while conversely the new Treasury bills issued 
on December 24th were mostly applied for to be paid for on 
Friday and Saturday, January 1st and 2nd. Thus, for the 
critical day the market had the benefit of the funds released by 
the repayment of the old Treasury bills and had not yet had 
to pay for the new bills. Thus, the market was well supplied 
with money, while the Treasury temporarily went short, 
so much so that the Tr in its turn had to borrow exten- 
sively from the Bank of England. It is in fact fair to say that 
the market, by a judicious arrangement of the dates of Treasury 
bill maturities and payments, made the Treasury do much of 
its end-year borrowing for it. Immediately after the turn of 
the year, Tax revenue began to flow in at a most unexpected 
rate, and one which bore high testimony to the patriotism of 
the British tax-payer. This enabled the Treasury to make 
substantial reductions in the volume of outstanding Treasury 
bills, and with commercial bills still very scarce, market discount 
rates rapidly fell as the demand for bills remained unabated. 
By the middle of January “ hot” Treasury bills were being 
quoted at 4% per cent, and three months’ bank bills at rates from 
5% per cent up to 5} per cent, the higher rate relating to German 
renewals. Discount rates such as these made the 6 per cent 
Bank rate “ ineffective,” and consequently by that time there 
had arisen some prospect of an early reduction in Bank rate. 
The uncertain international outlook was, however, a factor 
militating against any change. 

The Foreign Exchanges.—After remaining steady over the 
New Year, sterling registered a marked improvement towards 
the end of the second week of January, rising to $3.49} 
against New York and to Frs. 883 against Paris. The corre- 
sponding rates on December 31st were $3.39 and Frs. 86}. 
Some of the fundamental causes of this improvement were 
discussed in the previous issue of the REvIEw, but among 
other causes may be mentioned the effect on world confidence 
of the way in which the British public is paying its taxes, and 
the heavy shipments of - from India. This gold on its 
arrival in London is re-sold to Paris and other foreign centres, 


and, as it has to be paid for in sterling, its sale is of direct 
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assistance to the pound. Nor does its purchase from India 
weaken sterling, for the rupee is linked to the pound, and in 
any case the Indian Government is using the proceeds of the 
sales in London in order to meet expenses incurred in England 
and to redeem loans issued to the British investor. Already 
these gold shipments, which amount to over £25,000,000, 
have enabled the Indian Government to redeem the out- 
standing portion, amounting to £11-2 millions, of its 1921 and 
1922 sterling loans, without having to resort to re-borrowing. 
The correct attitude is to regard India’s gold hoards as a hidden 
Empire gold reserve which is now being drawn upon to the 
common benefit of England, India and the Empire. The 
rates of foreign countries where the gold standard is also 
suspended were in the middle of January very close to parity 
with sterling. The Swedish and Japanese rates were at a slight 
premium, and those of Norway and Denmark at a very small 
discount. 

The Stock Exchange.—During early January a rather more 
cheerful tone was in evidence, due mainly to the satisfactory 
influx of revenue, the improvement in sterling, the better 
results revealed by the December trade returns, and the 
market belief in an early reduction in Bank rate. The 
reparation situation had a considerable effect upon market 
sentiment, but its influence was on the whole favourable, as it 
was felt that successive declarations were clearing the air. 
Business, however, has remained very limited, and so it is 
difficult to tell whether such price improvements as have 
occurred are genuine. Even so, there was a definite improve- 
ment in British Government securities, while Indian stocks 
responded to the repayment of the 1921 and 1922 sterling 
loans. Australian issues were also better, while in the foreign 
market Japanese stocks improved and the German Dawes and 
Young issues showed strength on Dr. Briining’s reparations 
announcement. Home rails showed a better tone early in the 
month, but later receded on bad traffic returns. Foreign 
railway shares improved early in January, but a disappointing 
Argentine dividend announcement subsequently unsettled 
prices. The industrials market became more cheerful, 
“ Transatlantics '’ were stronger, and there was some home 
demand for motor and electric supply shares. The oil market 
improved a little, in spite of fluctuations from week to week in 
American stocks of crude oil. Little interest was taken in the 





74 


rubber market which remained steady. Gold mining shares 
were inclined to firmness, while copper mines improved with 
the rise in copper prices, and tin shares were also firmer towards 
the middle of the month. 


Overseas Trade.—The 1931 trade returns, which are sum- 

ized in the following table, show the adverse visible trade 
balance for the year as £409-0 millions, against £386-4 millions 
in 1930. The 1931 deficit, though serious, is a little smaller 
than at one time seemed likely, this being due to the relative 
improvement in the returns for December alone, which are 
discussed below. In the meantime the complete table for the 
year shows that the deficit arises mainly from the shrinkage 
in our exports, especially in those of manufactured goods. It 
will further be noticed that imports of manufactured goods 
have fallen to a much less degree. 











| Increase (+) 
Description oa a or 
Decrease (—) 
| 
| £mil, | £mil, | £ mill. 
Total Imports .. oe ee «+ | 1,044°0 862-2 | —181°8 
Retained Imports o os ee | 957°2 798°2 —159°0 
Raw Material, Imports .. ee oo | «©=—6:28500°S 173°4 | — 771 
Manufactured Goods, Imports. . eo | SOT*4 262-0 — 45°4 
Total Exports, British Goods .. -- | 570°8 389°2 | —181°6 
Coal Exports .. ee es oat 45°7 34°7 | — 110 
British Manufactured Goods, Exports.. | 440°0 290°6  § —149°4 
Re-Exports ** ee ** ** } 86°8 64-0 ' ==> 22°8 
Total Exports **e *e ** **f | 657°6 453°2 } —204°4 
Visible Trade Balance .. - «2 | —386°4 — 409° | — 22°6 











The December returns, taken by themselves, are more 
encouraging. Imports fell from £83-2 millions in November 
to £77-0 millions in December, and largely owing to the new 
duties, imports of manufactured goods alone fell from £28-7 
to £18-2 millions, or to the lowest figure of the year. December 
raw material imports were £18-5 millions, against £15°3 
millions for November, and an average of £14°5 millions for 
the year. Finally, exports of British goods rose from £31-9 
millions in November to £32-1 millions in December, but 
against this must be set a slight recession, from £22-9 to £22°7 
millions in exports of British manufactured goods alone. 

Savings Certificates Conversion—The Government have 
issued terms of a conversion scheme for the first series of 
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Savings Certificates, the issue of which ceased on April 1st, 
1922. All these certificates, therefore, have run for their full 
normal period of ten years, though there is no compulsion 
upon holders to convert them or encash them before March 
31st, 1940. The terms of the offer which remains open until 
31st March, 1932, or such later date as may be fixed by the 
Treasury, are that certificates may be converted (a) into a special 
conversion issue of National Savings Certificates, issued in 
units of 16s. or any multiple thereof; (6) into 44 per cent 
Conversion Loan, 1940-44, at a price of 5s. below the market 
price current on the day of conversion ; and (c) into 4 per cent 
National Savings Bonds (Series B), issued at par and repayable 
at 103 ten years after the date of issue. Certificates which 
have not yet reached the ten years’ maturity will for conversion 
purposes be treated as worth their present encashment value, 
plus the 1s. bonus payable at the end of the tenth year. Con- 
version Certificates are issued subject to the regulation that no 
person may hold more than 500 certificates of all kinds. 
44 per cent Conversion Loan will take the form of Registered 
Stock on the Post Office Register, will be transferable in sums 
which are multiples of one penny, and can be sold by the Post 
Office on behalf of and at the request of the holder. National 
Savings Bonds will not normally be transferable, but can be 
encashed at par on fourteen days’ notice to the Post Office 
Savings Bank. Savings Certificates can only be converted into 
National Savings Bonds or Conversion Loan for a minimum 
amount of £10. Interest upon both Savings Bonds and 
Conversion Loan is subject to income tax, but tax is not 
deducted at source except in the case of holdings of 4 per cent 
Conversion Loan which are transferred to the books of the 
Bank of England and which yield interest of more than £5 per 
annum, Further information and application forms for con- 
version can be obtained from any office of Lloyds Bank or any 
other bank or from any Post Office transacting Money Order 
and Savings Bank business. 


Home Reports 


The Industrial Situation 

Owing to the aftermath of holidays and stock-taking, 
January is usually a quiet month, and this year the industrial 
world is also waiting to see how the international and political 
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situation is going to develop. Even so, one or two favourable 
signs are apparent. The November and December increases 
in raw material imports may to a large extent reflect the higher 
cost of foreign materials due to the depreciation of the pound, 
but at least they show that the volume of our industrial 
purchases is being maintained. Many of the home trade 
reports summarized in the ae ee also reveal a more 
hopeful undertone, though it is equally true that in important 
industries such as steel and as the depression is 
in many respects unabated. uch hangs on international 
developments during the next few months and in particular 
upon a general restoration of business confidence and the 
removal of the many serious restrictions upon international 
trade. Still the general impression left by home trade reports 
is that British industry is in a condition to respond at once to 
any world improvement. 
Agriculture 

England and Wales—Work on the land is generally 
well forward. A larger area of wheat has been sown than at 
the corresponding date last year, but there is no increase in 
barley and beans, while the acreage under oats is reported to 
be less. Autumn-sown crops look healthy and the swede 
harvest is almost complete. Where potatoes have been 
carefully picked over before pitting, the position appears fairly 
satisfactory but in other cases disease is prevalent. The mild 
open weather is favourable to stock and milk yields have 
improved. The outlook for winter keep is satisfactory. 

Scotland.—With the continued spell of mild weather 
cultivation generally is well forward and winter-sown wheat is 
in good condition. The market deliveries of grain have 
been up to the average and prices show little, if any, change. 
Potatoes, however, experienced a further sharp rise to {10 per 
ton, which is having the effect of attracting more imports from 
abroad, particularly from Germany. Supplies in the leading 
livestock markets have been normal with prices ruling some- 
what higher for both cattle and sheep. 


Coal 


Hull,—The export market is quiet and large steam coals 
are easier. Most kinds of graded fuels are firm mainly owing 
to home demand. 
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Newcastle-upon-Tyne.—The steady improvement has been 
well maintained, especially for Northumberland and best 
Durham bunker classes. Coking coal is fairly steady and 
should the French surtax be removed, improved trade is 
expected. The coke market is also steady with better prices. 

Sheffield —The coal position is varied and prices tend to 
harden. The household section is dull and demand for 
industrial fuels quiet. Export trade is irregular and on the 
average below normal for this time of year. 

wansea.—The anthracite market remains steady, and 
the demand for large coals and cobbles is good, but duffs and 
small varieties are weak. Small steam coals are in little 
demand, large coals are steady, and patent fuels quiet. 

Newport.—Exports are still considerably below normal. 

East of Scotland.—In Fifeshire both navigation coal and 
steams are moving off as produced, but prices of the latter are 
somewhat easier. Washed fuels are in good demand. Splint 
coal on both sides of the Forth is being taken up well for home 
consumption. 

Glasgow.—Enquiry from abroad has been quiet since the 
beginning of the year largely owing to the mild weather on the 
Continent, foreign exchange difficulties and the imposition of 
taxes on imports of coal abroad. Business is consequently 
restricted as contracting forward is impossible at present 
prices, and exporters are unwilling to sell speculatively. The 
collieries are not well provided with shipping orders, and though 
large coals are steady, washed nuts show an easy tendency. 


Iron and Steel 


Birmingham.—Though trade is not encouraging, there is 
a more hopeful feeling. Rerollers of steel are fairly well off, 
but those who depend on constructional engineers for orders 
are slack. There is a steady demand for pig-iron and the 
wrought position remains steady. 
heffield-—Conditions are not so good as before the 
Christmas stoppage, but enquiries for export, particularly for 
tool and stainless steels are rather more numerous, and with the 
depreciation of the pound overseas trade is expected to improve. 
Swansea.—The demand for tinplates is fair. Seventy per 
cent of the trade is at work, while most order books are full to 
the end of March and a fair quantity is being sold forward. 
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Newport.—Imports of Continental material have declined 
and are now nearer normal than they have been for some 
months. Exports have improved, and there seems every 
prospect of the recovery being maintained, particularly as 
regards the Australian trade. 

Glasgow.—In some cases the New Year holidays were 
extended to January 18th, owing to scarcity of business, and 
trade has not improved since the beginning of the year. There 
is a scarcity of home business and the export trade is also 
unsatisfactory, though a good many enquiries are circulating. 
Engineering 

Birmingham.—The heavy trades are still depressed and 
motor manufacturers are quieter. Tool makers are still busy. 

Coventry.—The motor car trade shows no improvement, 
though some factories are still busy. The commercial vehicle 
trade is very quiet. There is, however, a slight improvement 
in the machine tool industry, which is distinctly better than 
it was twelve months ago. 

Wolverhampton.—There is a slight improvement in the 
heavy engineering section, and some firms are working full time 
on special orders. The lighter trades are in some degree 
benefiting from the depreciation of the pound. 

Luton.—The home motor trade is fair, but export orders 
are good, and the light lorry trade continues brisk. Hydraulic 
engineers report a better outlook. 

Sheffield—Most firms are working at only 50 to 60 per 
cent of capacity, but a few small contracts from Arcos for 
machinery and tools have improved the situation. — 
small tools are in good demand and the demand for files has 
improved, but other sections of the tool trade are depressed. 

Glasgow.—The marine branch is still very depressed owing 
to the scarcity of orders for new vessels. 


Metal and Hardware Trades 








Birmingham.—During the last quarter of 1931 there was 
a considerable improvement in the turnover of the rolled 
brass and copper industry, but since the New Year demand 
has begun to fall away. 

Wolverhampton.—The hollow-ware trade is slowly im- 
proving. Lock-makers also report slightly better conditions, 
but competition is particularly keen in the staple lines. 














79 


Sheffield—The cutlery trade is very quiet but enquiries 
for supplies for the Royal Army Clothing Department, the 
Royal Air Force and the Indian Army have improved the 
outlook. The scissor trade remains active and safety razor 
blades are in great demand. 


Cotton 


Liverpool.—There has been a rather improved enquiry 
for the raw material, particularly for short-stapled American 
of grades “ pass ”’ to “‘ 50 on.”” One or two large transactions 
in Russian cotton have been put through, and occasionally the 
market has been active in other special lines. Probably the 
bulk of these exceptional purchases are not going into current 
consumption, but are being made by holders “‘ taking a view.” 
World consumption appears to be slowly increasing, particularly 
in the East, and for the first half of the current season over 
1,000,000 bales more of American have been used than at a 
similar date last year. The available supply is, of course, 
much larger now than then, but in spite oe this the tone has 
kept very firm, and holders in the Southern States, in expectation 
of a drastic restriction of this year’s crop, are unwilling to sell 
on any reasonable basis at the existing range of prices. Further 
strengthening influences have been the unrelaxed holding policy 
of the Federal Farm Board, and abnormal investment purchases 
of raw cotton by individuals in the States, who have lost con- 
fidence in the stock markets and the banks. 


Wool 


Bradford.—The firm opening of the London Wool Sale 
has caused prices to harden and good business has been done 
in Merino and fine Crossbreds. Machinery is well employed. 

Huddersfield—Currency restrictions abroad tend to make 
manufacturers hesitate whether to accept the few foreign orders 
that are coming in and there is thus no improvement. Ladies’ 
wear and medium-class worsteds have a good sale, but manu- 
facturers of low-class woollens, though at present fairly busy, 
expect a slight falling-off in orders. 

Hawick.—In the Border tweed trade business is very dull 
and most factories are on short time. Very few repeat orders 
are coming in for the spring, and next winter’s patterns are not 
yet meeting with much demand. Similar conditions exist in 
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the hosiery branch, and spinners and dyers are also short of 
orders. Wool prices are, if anything, firmer, but farmers are 
still unwilling to sell at present rates. 


Other Textiles 


Belfast.—Supplies are much below normal and some 
holders of the old crop are holding their flax for higher prices. 
Business in yarns since Christmas has more or less slowed down, 
and weavers are now well covered. Spinners are in a strong 
position and a firm market may be expected for some months 
to come. Merchants report that business is of a retail character, 
but prices remain firm, In the household goods section more 
interest is expected from the home trade now that most of the 
foreign cloths and articles have been excluded. Coloured dress 
linens have been selling steadily, and some substantial quantities 
have been arranged at moderate advances. 

Dundee.—Very little business is passing in the jute market, 
but some enquiries are still coming forward in the cloth trade. 
Prices are largely nominal but the undertone is steady. 

Dunfermline.—In the Fifeshire linen trade the outlook is 
more hopeful with firmer prices. More business is being 
done at home and the response from abroad, in particular from 
North America, is better. The raw material is easier, spinners 
having accumulated fairly good stocks. 


Clothing 
Leeds.—Makers, though fairly well employed, are not 
working to full geet. : 
Luton.—The ladies’ hat trade is still quiet, and the spring 
trade is very slow in beginning. 


Leather and Boots 


Northampton.—Trade is bad generally and manufacturers 
are thought to be considering the making of a cheaper shoe to 
meet the general demand. The leather trade is also quiet. 


Shipping 
Hull.—There is only a limited demand for tonnage and 
rates are low. 
a remains in very full supply, and 
demand generally has been barely sufficient to support even 
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the present low range of rates. River Plate homewards is 
easier at 17s. to 18s. per ton for near fixtures. 

Niner —Wentalats are unchanged and several vessels are 
still laid up. 

Newcastle-upon-T yne.—Chartering moves slowly, and rates 
are difficult to maintain. 

East of Scotland.—Loading at the Forth coaling ports has 
shown some falling off again. Other branches of shipping at 
Leith are normal. 

Glasgow.—The demand for tonnage to load coal is quiet. 
Rates are not fluctuating widely and the general tone of the 
market is steady. 


Foodstuffs 


Liverpool.—Trading in wheat has been on the quiet side, 
with consumers buying only for their current requirements. 
Shipments from the Southern Hemisphere, particularly 
Australia, have been very heavy, and the coincidence of this 
pressure with dull markets in North America and a higher 
exchange has resulted in quotations again falling to 5s. per 
100 Ibs. The supply situation remains virtually unaltered. 
A good deal of interest is being taken by the grain trade in the 
quota proposals. While it is considered feasible to work a 
“Home ” quota without undue harm to local trade, grave 
doubt is expressed by importers as to the effects of the suggested 
“Dominion” quota. The Liverpool market is unique in the wide 
range of wheat tenderable on its “ futures "’ contract, but its 
position in this respect is necessarily dependent upon its 
sources of supply being entirely unrestricted. Traders are 
unable to see how any practicable scheme can be evolved 
without seriously curtailing this freedom of supply, and thereby 
endangering the existence of the “ futures ’’ market on its 
present important scale, as well as contributing a dangerous 
factor towards the disruption of economic values. Continental 
bacon remained in large supply with prices cheap and con- 
sumption good. American bacon and hams continued quiet 
and arrivals were small. Lard sold moderately well at about 
unchanged values. Heavy supplies of Colonial butter brought 
prices down to a low level, and a good consumptive demand 
exists at present rates. Cheese fell smartly in price, but 
arrivals were on the short side; home makes proved scarce 
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and dear. In the canned goods section, the sale of meats was 
rather better at lower rates, but the prices of fruits advanced 
on small supplies. 


Fishing 

Lowestoft.—During December, 47,676 tons of fish, valued 
at £980,175, were landed by British vessels in England and 
Wales, against 56,012 tons, valued at £1,017,442, in December, 
1930. The year’s landings were 730,806 tons of a value of 
£12,206,040, against 783,881 tons valued at £ 14,143,301 in 1930. 
All fish prices were lower in 1931 than in the previous year. 

West of England.—In Mount’s Bay the herring fishing was 
good and much above the average for the same period of 1930, 
with higher prices. During December one of the local boats 
landed a record catch of 60 crans, which realized £208. 
Plymouth has so far been a failure, though fishing is improving, 
and Mount’s Bay boats have landed some fair catches recently. 
At Brixham landings of all classes were light. 

Scotland.—Despite much stormy weather during January 
those boats engaged on the line fishing have been active and 
— of white fish have on the whole been fairly good, 
with prices steady to firm. There is very little doing yet at the 
herring fishing on the East Coast, but reports from Mallaig 
and other centres on the West indicate that some good catches 
have been landed, and have yielded excellent prices. 


Other Industries 


Paper-making and Printing—The Edinburgh trade is 
depressed and demand both for home and export is subdued, 
with short time prevalent in the mills. The same is true of the 
printing branch where there is a large amount of unemploy- 
ment, but a slightly more hopeful feeling is now in evidence. 

Pottery.—Business is still very quiet, particularly in the 
China trade, which is suffering acutely from lack of overseas 
orders. Earthenware is perhaps somewhat better than is 
usual for this time of year. 

Timber.—The approach of Christmas and the curtailment 
of various building schemes under the economy campaign had 
an adverse effect on the Hull trade. The case trade is still 
depressed, the stimulus of the suspension of the gold standard 
having come to an end. Prices are firm at the lower levels. 
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Doors and floorings are being imported in heavier quantities 
owing to fears of a tariff. Buying for 1932 is at a standstill in 
the absence of definite figures for Russian goods, which govern 
the opening prices from Finland and Sweden. 


Dominion Reports 
Australia 
From the National Bank of Australia Limited 
The trade balance for the last five months is favourable 
to the extent of £12,000,000 sterling, Christmas trade was 
considerably better than last year, unemployment is decreasing, 
the lower interest rates are being maintained and it is generally 
believed that the period of depression through which Australia 
has been passing is definitely lifting. A wheat harvest of 
170 million oe Fe is assured and the higher prices now 
—_ have substantially improved the growers’ position. 
e wool clip is large and selling at slightly improved prices, 
but butter prices are depressed, and after a record half-year’s 
production output is declining. Textile factories are fully 
engaged on orders. 


Canada 





From the Imperial Bank of Canada. 

There is little change in the business situation, though the 
distribution of approximately $20,000,000 in common and 
preferred dividends during January (a reduction of less than 
30 per cent compared with a year ago) reveals an earning power 
greater than would seem to have been indicated by the fall 
in stock market prices. It possibly reflects the slight improve- 
ment that has been noticeable in the later months of the year. 
Public finance is a disquieting factor, as the decline in revenue 
has not been balanced by any disposition on the part of 
spending bodies to curtail their activities. Agriculture is looking 
for an improvement in prices, particularly in view of the world 
wheat situation. 


India 

The Bombay cotton market was very firm during 
December, but Indian prices have lately been so high that 
Japanese and Continental spinners are egg American 
varieties. The piece-goods trade has been interrupted by 
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litical developments and the suspension of the gold standard 
y Japan, but clearances of local goods have, on the whole, 
been satisfactory. The Calcutta jute market continues dull for 
both loose and baled classes with very little business passing 
at lower prices. The tea position has slightly improved, 833,959 
packages having been sold as ptemerine with 771,528 packages 
a year ago. There has been a keen demand for common ki 
and brokens. 


Irish Free State 


Agriculture has been seriously impeded by heavy rains 
and floods. In the livestock market prices have been fairly 
well maintained, but supplies have tended to increase. Pigs 
are disquietingly cheaper in spite of an increase in exports. 





Peniiiae Foreign Reports 


From Lloyds and National Provincial Foreign Bank Limited 


Imports for 1931 at 42,199 millions show a decrease as 
compared with the previous year of 10,311 million francs, while 
exports fell from 42,835 millions to 30,421 millions. The 
adverse visible trade balance is, therefore, 11,778 million francs 
against 9,675 millions in 1930. The economic depression is 
reflected also in the railway returns. The total receipts of 
14,050 million francs for the seven principal railways are lower 
by 1,420 millions on the year. 

Bordeaux.—The wine trade is very quiet with only few 
transactions. Resin is irregular, with prices inclined to fall. 

Le Havre.—Coffee prices have improved about eight 
points during the past month though buyers seem to be con- 
spicuously absent. The cotton market is very dull with no 
buyers, but prices have improved. 

Lille——The textile markets continue despondent with no 
improvement in conditions. Business in cotton is practically 
at a standstill, but a further fall in prices is not expected. 
Flax, jute and hemp show no improvement and it is said that 
certain spinners have decided to exhaust their present stocks 
of raw material and then close down. Wage cuts are becoming 
general in these industries. 

Roubaix.—As usual at this time of the year, business is 
very quiet. In tops and noils there have been practically no 
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transactions and everyone is awaiting the solution of the world 
“wong problems. A series of failures in the textile industry 
as shaken confidence and there is great disinclination to 
grant credits. Export trade is becoming increasingly difficult 
and, if present conditions persist, there will be a great increase 
in unemployment. Among combers output is limited to 
35 to 40 per cent and the position of spinners is little better. 
Marseilles—The ground-nut market has improved and 
rices are better. Copra was also active, though there are still 
fone floating supplies. Olive oil has also been better, and the 
outlook is brighter. 


Belgium 
From Lloyds and National Provincial Foreign Bank Limited 

Brussels.—Iron and steel prices have become firmer since 
the New Year, but business is no better. Coal prices remain 
weak and stocks continue to increase. A further wage reduction 
of 5 per cent has been agreed, making a total reduction of 
24 per cent since July, 1930. In the glass industry production 
has been greatly reduced, and the bottle branch is particularly 
affected by the British duties. Short time is being worked in 
the textile trades, which is feeling the effects of the British 
import duties and of British competition in neutral markets, 
due to the depreciation of the pound. 

Antwerp.—Markets remain dull, and purchases are con- 
fined to immediate needs. 


Germany 

Business generally remains very difficult and depressed, 
and in many ways agriculture is in just as critical a position as 
industry, as farmers are feeling the effects of the reduction in 
the purchasing power of the towns and of Danish competition 
stimulated by the depreciation of the kroner. Germany’s 
export trade is seriously hampered by the many foreign 
exchange restrictions now in force in neighbouring countries, 
which are preventing German exporters from obtaining pay- 
ment for their goods. The new decrees enforcing reductions 
in long-term and short-term interest rates have made it 
practically impossible to raise fresh capital or to convert out- 
standing short-term debts, and have also added to the difficulties 
under which the German banking system is operating. 
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Holland 


The economic situation is generally regarded as un- 
favourable but not alarming. "The export outlook for coal, 
butter, cheese, eggs, meat, cotton, wool, earthenware and glass 
is indifferent, an many factories are transferring their plant 
to other countries. Unemployment amounts to 275,000, w 
is only 3} per cent of the total population. The Government 
has been given authority to fix quotas for certain imports, 
subject to Final Parliamentary approval, but so far these powers 
have not been used. The hnencial position of the country is 
regarded as sound, and no proposal to suspend the gold standard 
or to subject the currency to a deliberate depreciation would 
meet with any support. 

Norway 

The effect of the serious labour conflicts will continue to 
be felt for some time to come, and the last fortnight of the 
year brought a still further blow to industry in the suspension 
of two of the leading commercial banks of the country—the 
Bergens Privatbank and Den Norske Creditbank—both of 
which have been granted a three months’ moratorium. The 
losses are apparently no greater than can be covered by a 
writing-down of the share capital, and fresh capital will be 
sought to replace the losses and restore the banks’ position. 
Foreign trade (on eleven months’ figures) has shown a remark- 
able decline, imports being reduced from Kr.996-2 millions in 
1930 to Kr. 779°4 millions in 1931, while imports declined 
from Kr. 634-1 millions to Kr. 7 millions. Sales of 
planed wood and mechanized pulp a remained quiet. 


Sweden 


Considerable anxiety is being shown with regard to the 
negotiations for collective labour agreements in the Swedish 
engineering and ironworks industries. The workers refusal 
to accept the employers’ proposed wage reductions has resulted 
in orders to strike, and employers have retaliated by declaring 
a lock-out. 91,000 men are affected, and the Government is 
making an effort to obtain a settlement and avert the serious 
consequences to the whole economic life of the country. The 
budget shows a deficit of Kr. 74,000,000, and fresh taxation, 
particularly on alcohol, tobacco and motor cars, is contem- 
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plated. Export markets have been quiet, though some timber 
sales have been made to France. In the paper-pulp market a 
number of shipments of strong sulphite to America are recorded, 
as well as some to England. 


Denmark 

There is no improvement in prices of agricultural produce 
and butter prices have again fallen. Agitation in favour of 
Government action in support of insolvent farmers is therefore 
growing. The difficulties of agriculture and rigorous credit 
restriction by the banks have depressed the gilt-edged markets, 
and many 44 per cent first mortgage bonds are now quoted 
at only 7o. Industrial shares have lately been firm. The 
foreign exchange situation is still very strained, and importers 
have great difficulty in covering their commitments. Unem- 
ployment has risen to 136,361, or the highest figure since 1922. 
Enterprise in the building industry is likely to be suspended 
entirely by the difficulty of floating fresh capital issues under 
prevailing: financial conditions. 


Switzerland 
From Lloyds and National Provincial Foreign Bank Limited 
December trade figures show in striking manner the 
effect of the world crisis on Switzerland. mpared with 
November, imports increased by 22 million francs whereas 
exports fell by 13-4 millions. To England alone Swiss 
exports for December fell to 10-7 million francs as compared 
with 22-6 millions for the previous months. The silk, watch, 
embroidery, dye, shoe and chocolate industries are those 
chiefly affected, but with the exception of chemicals and raw 
aluminium practically every trade shows a decline. The 
increase in imports is to be met by new restrictions shortly to be 
introduced by the Federal Government, and as the purchasing 
power of Switzerland remains high, Swiss manufacturers hope 
that they will at least retain for themselves the home market. 


Spain 

Despite the activities of the extremists and the highly 
controversial measures to be introduced in the Cortes by the 
new Government, all sections of the Stock Exchange showed 
upward movements in the first half of January, with Government 
securities particularly strong. A budget deficit of some 
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600,000,000 pesetas is anticipated. Tariffs and quotas are 
being fixed with a view to assisting the balance of trade, and 
revisions are to be made in commercial agreements. In future, 
most-favoured-nation treatment is not to possess a general 
character but will be confined to certain specified articles. 


Morocco 


Business is very quiet and little improvement is expected 
before the end of the dan Fast. Satisfactory prices are at 
last reported from most parts of the country, and next season’s 
crop outlook is improved. Enquiries for British goods continue, 
and prevailing exchange rates offer an excellent opportunity 
for British exporters to compete successfully in this market. 


United States 


Business activity in general remains at the lowest point 
reached since the beginning of the depression, and apart from 
the world troubles awaiting solution, America will this year 
be faced with her presidential election and its unsettling effects. 
During the year no fewer than 2,302 banks, with deposits of 
$1,580,000,000, have closed their doors. There was the usual 
December decline in railway car-loading, and the figures for 
the whole year are ne gg | illuminating as showing the 
heavy contraction in trade. Total car-loadings for the year 
were 37,272,371, which compares with 45,877,974 for 1930 and 
52,827,925 for 1929. Since mid-December copper prices have 
inclined towards a higher level and there has been a rise in the 
—_= of tin, though the demand continues negligible. The 

nited States Steel Corporation reports 2,735,353 tons of 
unfilled orders, representing a decline of 198,538 tons compared 
with the previous month. At the beginning of this year only 
7 blast furnaces were operating, and the production of pig-iron 

ad fallen in December to the low daily average record of 
31,652 tons. Cotton is very irregular, but there has been a 
substantial increase in shipments to Japan and China. 


Japan 
Exports for 1931 totalled Y. 1,171,000,000, and imports 


Y. 1,310,000,000, oe an excess of imports of Y. 139,000,000. 
This is 13 per cent below the unfavourable balance of 1930. 





Easier money market conditions prevail than at the end of the 
year, and the industrial share market hasimproved. Commodity 
markets are also firm with an upward tendency. 
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Banking 
BANK OF ENGLAND 
Issue Department. ! Banking Department. 
Date. Notes in ] Reserve and | Bankers’ Govt. | Discounts 
circulation.) Proportion. | Deposits. | Securities. |& Advances 
I] Per 
1931. £ mn. £ mn. || £ mn. cent. | £ mn. mn. mn. 
Jan. 21 | 142-2 | 346-5 || 56-4 | 45-2) 68-8 49-2 11:0 
1931-1932, | 

Dec. 30 ee 120-7 364°2 || 32-2 | 18-4) 126-4 95-3 27°35 

an. 6 || 120-7 362-9 | 33-5 | 24-6 81-8 64-9 19-9 

an. 13 120-8 | 354-7 41-6 | 32-2| 68-7 53-6 15-8 

an. 20 120-8 347-9 || 48-4 | 35-4 77°5 52-4 14-0 

2. TEN CLEARING BANKS 

Accept- Call : Invest- | Ad- 
Date. posits. | ances. Cash.* Money. Bills. ments. | vances. 

1930. mn. | £mn. || £mn. | £mn. | £mn. | £mn. | £ mn. 
December... 1,875°8| 117°6 261-5 144-0 | 321-5 | 284-7 | 928-7 

1931. 

July ... one -7| 113-0 229-2 | 130-4 | 281-0 | 299-5 | 913-0 
August ‘0; 112-6 222-5 | 113-2 | 263-6 | 301-7 | 908-5 
September -8| 118-4 217-6 | 106-9 | 236-8 | 304-0 | 910-8 
October ‘0; 111-0 223-6 | 114-4 | 237-4 | 303-6 | 909-7 
November -4! 102-6 | 220-9 | 109-4 | 240-5 | 299-7 | 900-2 
December ad 102-1 || 235-6 | 119-4 | 246-4 | 296-5 | 899-8 





























* Includes balances with other banks and cheques in course of collection. 


3. LLOYDS BANK, RATIO OF CURRENT ACCOUNT CREDIT 


BALANCES TO TOTAL DEPOSITS 











y Ratio. 
ene. Moath. 1929. 1930. | 1931 
% % % 

1902 58-2 January 46-8 45-1 45-9 

1914 49-9 February 45-9 44-2 45-1 
60-7 March 45-2 44-5 45-3 
56-7 April 44-9 45-1 45-0 
50-7 y 44-1 44-0 44-8 
49-6 une 44-5 44-4 45-4 
48-6 uly 45-4 44-7 45-7 
47-4 August 45-3 44-4 45-7 
46-4 September 45-3 44-7 45-0 
45-2 October 45-6 44-8 45-3 
44-7 November 44-7 44-8 45-3 
45-4 December 45-3 46-0 46-7 
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Money, Exchanges and Public Finance 





LONDON AND NEW YORK MONEY RATES 
















































































LONDON. New York. 
| 90 Days’ 
Date. Bank || 5 Months’; Day-to- _Re- eligible Call 
Rate. ey day — Bank ac- | Money. 
ee. Loans. te. | ceptances. 
1931. Per cent. || Percent. | Percent. || Per cent. | Percent. | Per cent. 
Jan, 21 3 24,—} 1}-—2 2 14 1k 
1931-1932. 
30 oes 6 5-6 2—3 34 3 3 
>. Bees 6 53—6 33—5 34 3 3 
an. 13... 6 5-4 44—5 34 34 24 
an. 20... 6 5+? 5 3} 2t 23 
2. FOREIGN EXCHANGES 
Senden Pee. 1931. 1931-1932. 
= Jan. 21. || Dec. 30.| Jan. 6. | Jan. 13. | Jan. 20 
New York $4-866 || 4-8544/| 3-394 3°35$ | 3-41 3-464 
Montreal $4-866 || 4-86: || 4-153 3-96 4-053 | 4-01 
Paris... Fr. 124-21 ||123-88 || 86,, a 87 88} 
Berlin... -|| Mk. 20-43 20-42} || 14-25 | 14-12) | 14-40 | 1434 
Amsterdam -| Fl. 12-11 || 12-06§ || 834 8-36 8-50 8-61 
Brussels ... Bel. 35 34-83 || 247% 244 24,%, 24-85 
Milan... -/| Li, 92-46 || 92-71% || 6643 6675 673 6815 
Berne... Fr. 25-22% || 25-083 || 177, 175 173 173 
Stockholm Kr. 18-16 || 18-134 | 1735 | 17% 17%} 1745 
Madrid . .|| Ptas. 25-224 || 46-05 40} 395 403 41 
Vienna -|| Sch. 34-58% || 34-523 || 295° 30 30 30* 
Prague Kr. 164-25 |1633g [1144 +=«113%—Ss(|115 117 
Buenos Aires ‘ 47 -62d. || 34,%, 403 40§ 39} 398 
Rio de Janeiro 5-89d.|| 47, 4h 4% 4it 43+ 
alparaiso Pes. 40 39-97 || 28-50 | 28-10 | 28-50 | 28-80 
Bombay ... 18d. 172} 18,5, 18,5 18, 184, 
Hong Kong —d. 12} 173 178 17; 1735 
Shanghai —d. 15} 23% 2344 23% 226 
* Nominal. tf Rate in London. 
3. PUBLIC REVENUE AND EXPENDITURE 
To To To To 
Revenue Jan. 16, | Jan. 17, Expenditure. Jan. 16, | Jan. 17, 
1932. | 1931. 1932. 1931. 
£mn. | £ mn. £mn. | £ mn. 
Income Tax 126-3 | 101-6 || Nat. Debt Service... .- | 264-5 | 265-8 
Surtax ... 36-6 25-8 || Northern Ireland Payments... 4-1 4-2 
Estate Duties 50-4 64-2 || Other Cons. Fund Services ... 2-2 2-1 
Stamps ... 11.1 14-2 || Supply Services oe --- | 335-5 | 337-0 
Customs ... 106-2 95-9 diture 606-3 | 609-1 
Excise... 93-7 | 101-2 || Sinking Fund ah -- | 24-8 40-4 
Tax Reven --» | 428-7 | 407-6 || Self-Balancing Expenditure... | 58-4 61-3 
Non-Tax Revenue | 45-4 81-0 
Ordinary Revenue | 474-1 | 488-6 
Self-Balancing 
Revenue | 58-4 61-3 
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Coal.* Pig-Iron. Steel. 
Tons mn. Tons thou. Tons thou. 
December .. 4-6 350 337 
July ‘ah 3-8 217 429 
August... 3-8 276 357 
September 4-2 248 401 
October ... 4-4 284 457 
November 4-5 296 459 
December 4-5 331 422 
| 
* Average weekly figures for month. 
2. IMPORTS 
Date saat, | Mamaiced | Ton 
1930. £ mn. £ mn. £ mn £ mn. 
_ 44-4 20-6 23-8 89-6 
1931. 
July 35-1 13-6 20-7 70-1 
August 31-8 12:5 20-1 65-3 
September 33-6 11-2 22-6 68-3 
October 40-8 11-9 27-2 80-7 
November 38-6 15-3 28-7 83-2 
December 39-7 18-5 18-2 77-0 
EXPORTS 
Date. | Food. mn . - oon ed Total 
1930. | £ mn. £ mn. £ mn £ mn. 
December i on 3°5 4-7 27-6 38°5 
1931. 
oa a + | 2-7 3-8 26°5 34-2 
August ve | 2-6 3-4 22-0 29-1 
September —s 2-7 3-7 22-2 29-8 
: ve | 3-4 4-3 24-0 32-3 
November ea 3-4 4-0 22-9 31-9 
December | 3-0 4-0 22:7 32-1 
4. UNEMPLOYMENT 
Date. 1928. 1929. 1931. 
End of— Per cent. | Per cent. | Per cent. | Per cen 
January . 12-0 10-7 12-2 . 21-5 
February . 10-9 10-4 12-2 . 21-7 
March 9-8 9-8 9:5 10-1 . 21-5 
—_ oie 9-1 9-4 9-5 9-9 20-9 
ens 14-3 8-7 9-8 9-9 20-8 
June ... 14-6 8-8 10-7 9-8 21-8 
July ... 14-4 9-2 11-6 9-9 22-6 
August 14-0 9-3 11-6 10-1 22-7 
September 13-7 9-3 11-4 10-0 23-2 
October 13-6 9-5 11:8 10-4 21-9 
November 13-5 9-9 12-1 11-0 21-4 
December 11-9 9-8 11-2 11-1 20-9 


























Percentage of Insured Workers. 
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Prices 
1. WHOLESALE PRICES (average for month) 
l 
| Index Number (Sept. 16th, 1931 = 100). 
Date. i 
| ; | U.S.A. | France. | Italy. | Germany. 
i] | | See leese) fee ae Si ae 
1930. | | | 
see oe -- || 116°7 115-3 | 114-5 =| 1122 108-1 
1931. | 
July ... ame oe «|| 104-7 101-2 | 107-3 | 100-9 102-6 
August ‘ wily || 101-6 100-4 | 105-0 | 100-6 101-3 
September. ... bi -- || 101-9 99:6 | 99-4 | 99-5 99-8 
October - ies -- | 108-2 | 99:0 | 96-6 | 99-6 98-4 
November ... «=. «|| 110-5 | 99:0 | 95-2 | 99-1 | 98-0 
December ss + || 109-6 | 97-2 93-5 97-2 | 95-3 
—— —_ ae a a, See 
December, 5th week | 109-2 | 96-1 93-4 96-9 94-6 
January, Ist week | 108-5 | 94-7 | 93-4 96-9 93-2 
January, 2nd week ... -- || 108-7 | 94-5 | _ 96-3 92-5 
January, 3rd week ... || 108-5 | 94-5 — 95-9 91-9 





Sources: U.K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Generale ; Italy, Italian Chamber of Commerce ; Germany, Statistische, Reichsamt. 


2. RETAIL PRICES (end of month) 


| Fuel | Other All 





Rent 
Date. Food. | (including | Clothing. and items | items 
| rates). | Light. | included. | included. 
- , — Pa Ses | Ss sae 

1930, | | 
December oe 38 54 | 105 75 76 53 

1931 | 
July os 28 54 95 70 | 75 45 
August 28 54 9-95 | 7-75 | 75 | 45 
September 28 4 | 909 | 6% | % | 4 
October 30 54 90 75 75 46 
November 32 54 90 75 75 48 
December 31 54 90 75 75 47 


The figures represent the percentage increase above july, 1914, which is er to 100. 
3. COMMODITY PRICES (average for eee 











"Whe t, | 
No 1 | Cotton, Wool, | Pig-Iron, Tin, | Rubber, 
Date. N. | American 64's | Geveland | Standard | Plantation 
Manitoba. Middling. | tops avge. | No. 3 | oo. Cash. | Sheet. 
1930. Per ar. | per Ib. per: Ib. Fertea | Pee Per ton. per, Ib. 
» d& | s. > 
December | a7 3 | sa | 234 63 6 | it | 4 
1931. | | 
July... 2 5 | 521 | om | 586 | IY | 3 
August . 2311 | 3-92 223 58 6 | 11443 | 28 
September ...| 25 9 | 3-96 21 58 6 | 117% || 
October . . | 29 8 | 4-74 244 58 6 | 12% | & 
November : 49 | 501 | 25 58 6 | 132: | 3 
December 33 8 | 5:2 | 23 | 58 6 | 139 3 
























































LLOYDS BANK LIMITED 


Head Office: 71, LOMBARD STREET, LONDON, E.C.3 





Chairman: 


Deputy-Chairman : 


J. W. BEAUMONT PEASE Sir AUSTIN E. HARRIS, K.B.E. 





Every description of 
British and Foreign 
Banking business 


transacted 





Over 1,900 Offices in England and Wales, 
and others in India and Burma 


Agents and Correspondents throughout 
the World 











Chief General Managers: 
F. A. BEANE, G. F. ABELL. 


Joint General Managers : 
W. G. JOHNS, D.S.0., R. A. WILSON, S. PARKES, S. P. CHERRINGTON. 


























